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BOLIVIAN  PROGRESS  TOWARD  EXPANDED  AGRICULTURAL  PRODUCTION 


Louis  C.  Nolan* 

The  Bolivian  national  economy  is  heavily  dependent  upon  the 
exportation  of  tin.  With  economic  development  over  a  long  period 
concentrated  largely  in  the  mining  industry ,  agricultural  oppor- 
tunities, both  for  export  and  for  domestic  food  supply,  have  been 
badly  neglected  until  recent  years.  Provided  transportation  fa- 
cilities do  not  break  down,  the  consequences  are  not  too  serious  as 
long  as  the  war- stimulated  demand  for  strategic  products  continues 
to  provide  the  country  with  substantial  amounts  of  foreign  exchange 
with  which  to  import  its  foods  and  fibers.  Realization  of  how  na- 
tional exports  of  strategic  commodities  -  and  consequently  the 
supply  of  foreign  exchange  -  may  be  affected  by  the  return  of  peace, 
however,  have  brought  forth  measures  designed  to  attain  a  greater 
degree  of  sel  f- suf  ficiency  in  foodstuf  fs  and  to  stimulate  the  pro- 
duction of  tropical  or  semi  tropical  products  for  export. 

In  further  delineation  of  its  policy  of  making  Bolivia  agriculturally  self- 
sufficient,  the  Bolivian  Government  in  recent  months  has  made  a  number  of  significant 
moves.  These  include:  (1)  The  formation  of  the  Bolivian  Development  Corporation,  the 
purpose  of  which  is,  in  part,  to  promote  Bolivian  agricultural  production;  (2)  the 
reestablishment  of  a  Ministry  of  Agriculture;  (3)  the  decision  to  take  a  national 
agricultural  and  livestock  census,  as  a  means  of  determining  the  nature  and  extent  of 
the  country' s  agricultural  resources;  (4)  the  creation  of  the  Agricultural  Bank  of 
Bolivia;   and  (5)  the  promotion  of  certain  irrigation  projects. 

THE  BOLIVIAN  DEVELOPMENT  CORPORATION 

The  final  details  of  the  organization  of  the  Bolivian  Development  Corporation 
were  worked  out  in  Washington  in  August  between  representatives  of  the  United  States 
and  Bolivia.  The  United  States  agreed  (through  the  Export-Import  Bank)  to  make  avail- 
able to  the  Corporation  credits  up  to  $15,500,000  and  Bolivia  agreed  to  advance 
$10,500,000.  One  of  the  prime  objectives  of  the  Corporation  is  to  increase  agricul- 
tural production  in  Bolivia  so  that  the  country  will  not  need  to  import  wheat,  sugar, 
rice,  cotton,  livestock,  and  hardwood.  The  precise  projects  that  are  to  be  undertaken 
by  the  Corporation  to  achieve  this  desired  end  have  not  been  made  public  as  yet,  but 
of  the  total  funds  available  to  the  Corporation,  $8,100,000  has  been  tentatively  ear- 
marked for  investments  aimed  at  stimulating  agricultural  production. 

The  Corporation  aims  also  to  :  (1)  Provide  a  cheap  means  of  transportation  between 
the  Altiplano  and  the  eastern  part  of  Bolivia;  (2)  make  the  country  self-sufficient  in 
petroleum;  and  (3)  provide  the  country  with  economic  aid  and  technical  guidance  suf- 
ficient to  increase  its  mineral  output.  The  Altiplano  Region,  comprising  approximately 
14  percent  of  Bolivia's  total  land  area,  lies  at  an  average  altitude  of  about  12,500 
feet  in  the  mountainous  southwestern  part  of  the  country.  It  embraces  most  of  the 
Department  of  Oruro  and  about  half  of  those  of  La  Paz  and  Potosi. 

*   Senior  Economic   Analyst,   Office  of  Foreign  Agricultural  Relations. 
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FIGURE  1.— The   three   agricultural   regions  of  Bolivia.      (Courtesy  Mr.   Ben  H.  Thibodeaux 
and  Mr.   W.   V.    Harlan  of  the  United  States  Economic  Mission  to  Bolivia.) 
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REESTABLI SHMENT  OF  MINISTRY  OF  AGRICULTURE 

The  bill  for  reestablishing  the  Ministry  of  Agriculture  and  Colonization,  the 
head  to  hold  cabinet  rank,  received  final  legislative  approval  on  October  15,  1941, 
and  on  December  9  the  Chief  Executive  issued  a  decree  authorizing  the  Ministry  to 
begin  operations  on  January  2  following.  Included  within  the  Ministry  were  the  six 
different  bureaus  (Di recciones)  of  Agriculture,  Livestock,  Irrigation,  Statistics, 
Instruction,  and  Rural  Credit.  The  total  budgetary  funds  allocated  to  the  Ministry 
for  1942  aggregated  11,466,010  Bolivianos,1  a  substantial  increase  having  been  made 
as  compared  to  the  preceding  year  in  the  allocation  for  agricultural  research  and 
education.  Shortly  after  assuming  the  post  of  Minister  of  Agriculture,  the  new  Min- 
ister indicated  that  he  hoped  to  make  Bolivia  free  from  dependence  on  foreign  food- 
stuffs and  that  his  main  interest  was  to  increase  wheat  production. 2 

The  new  Ministry  superseded  an  old  organization  that  had  functioned  under  a 
Director  of  Agriculture  and  Livestock  within  the  Ministry  of  National  Economy  ,  this 
latter  Ministry  having  been  formed  a  few  years  earlier  by  a  consolidation  of  the 
Ministries  of  Agriculture  and  Colonization,  of  Industry  and  Commerce,  and  of  Mines 
and  Petroleum. 

DECISION  TO  TAKE  AGRICULTURAL  CENSUS 

The  decision  to  take  a  census  of  the  agricultural  and  livestock  resources  of  the 
country  was  made  by  the  Ministry  of  Agriculture  in  July.  It  indicated  a  determination 
to  learn  the  exact  nature  and  extent  of  the  nation' s  agricultural  resources  and 
problems.  If  this  census  is  taken,  it  will  be  the  first  serious  attempt  to  determine 
how  much  land  in  Bolivia  is  tillable,  and  how  much  is  under  cultivation.  With  a  view 
to  implementing  the  decision  to  take  a  census,  the  Ministry  has  requested  that  two 
million  Bolivianos  be  allocated  in  the  1943  budget  for  the  establishment  of  an  Office 
of  Agricultural  Statistics.  This  Office  would  be  charged  with  the  taking  of  the 
census. 

The  Bolivian  Government  from  time  to  time  has  published  official  estimates  of 
the  acreage  and  production  of  various  crops  and  classes  of  livestock,  by  Provinces 
and  departments;  but  they  are  believed  to  be  subject  to  a  wide  margin  of  error.  Their 
chief  value  is  as  a  general  indication  of  the  various  crops  and  types  of  livestock  in 
the  Provinces  and  departments  and  the  relative  importance  of  each. 

ESTABLISHMENT  OF  AGRICULTURAL  BANK 

The  Agricultural  Bank  of  Bolivia,  created  by  a  decree  of  February  11,  1942,  opened 
its  doors  on  July  27.  The  authorized  capital  of  the  Bank  was  set  at  200  million 
Bolivianos,  the  paid-in  capital  at  50  million  Bolivianos.  The  Bank  was  authorized, 
among  other  things,  to  extend  credit  to  agricultural  and  livestock  producers,  to  offer 
financial  aid  for  colonization,  and  to  make  loans  for  the  importation  of  agricultural 
machinery  so  as  to  increase  agricultural  production.  It  also  is  empowered  to  receive 
deposits,  promote  the  exchange  of  agricultural  and  industrial  products  to  the  end  that 
prices  may  be  regulated  and  middle  men  eliminated,  purchase  and  distribute  agricultural 

1  For  conversion  into  United  States  noney,  46  Bol ivi anos s ho ul d  be  regarded  as  roughly  equiv- 
alent  to  1  dollar. 

o 

While  this  article  was  in  process  of  preparation,  word  came  of  the  resignation  of  the 
Minister.  This  event  is  expected  to  delay  somewhat  the  work  of  the  Ministry  of  Agriculture 
undertaken   when   the  Ministry  was  established. 
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products,  import  seed,  fertilizer,  improved  breeding  stock,  machinery,  etc.,  and 
to  engage  in  foreign  exchange  operations. 

As  the  Bank  has  been  open  for  business  only  a  few  months,  little  is  known  of  its 
policies  and  operations.  The  presumption  is,  however,  that  it  may  operate  along  the 
general  lines  laid  down  by  the  Rural  Credit  Department  of  the  Central  Bank  of  Bolivia,3 
while  still  profiting  by  the  experiences  of  this  Department  which  it  succeeded. 

The  lack  of  adequate  credit  facilities  adjusted  to  the  needs  of  farmers  is  back 
of  part  of  Bolivia' s  slow  agricultural  progress.  The  fact  that  the  Rural  Credit  De- 
partment of  the  Central  Bank  had  lent  all  of  its  available  capital  of  30  million  Boli- 
vianos by  April  1942  demonstrated  that  this  amount  of  capital  was  insufficient  for  the 
Department  to  do  the  job  assigned.  This  undoubtedly  led  to  the  creation  of  the  Agri- 
cultural Bank  which  opened  its  doors  in  July  with  an  authorized  paid-in  capital  of  50 
million  Bolivianos. 

THE  PROMOTION  OF  IRRIGATION  PROJECTS 

Official  governmental  promotion  of  agricultural  irrigation  projects  began  in  1939, 
at  which  time  the  Government  authorized  some  Mexican  engineers  to  undertake  the  study 
of  irrigation  projects  and  to  construct  such  of  them  as  were  approved.  This  work  is 
now  going  forward. 

At  Angostura  near  Cochabamba,  an  earthen  dam  with  concrete  spillways  is  being 
built  across  the  Sulti  River.  This  project  is  expected  when  completed  to  cost  from 
30,000,000  to  35,000,000  Bolivianos  and  to  irrigate  upwards  of  22,000  acres  of  land. 
The  cost  is  to  be  liquidated  over  a  long  period  of  time  through  the  sale  of  water  to 
farmers.  In  addition  to  the  work  done  on  this  project,  detailed  studies  have  been 
completed  for  another  project  in  a  sparsely  populated  section  of  the  southeastern  De- 
partment of  Tarija  near  the  village  of  Villa  Montes.  In  1941  the  Government  appro- 
priated 500,000  Bolivianos  for  construction  work  on  this  project.  Still  other  detailed 
studies  have  been  made  on  projects  in  the  Altiplano  centering  in  the  (1)  Challapata 
area  in  the  Department  of  Oruro,  (2)  the  lower  Desaguaderro  River  area  near  the  city 
of  Oruro,   and  the   (3)  Viscachani  River  area  about   100  miles  south  of  La  Paz. 

In  February  1942  the  Government  also  drilled  five  wells  in  the  Altiplano.  By 
thus  providing  inexpensive  water  in  areas  where  irrigation  is  needed,  the  Government 
hopes  to  increase  the  available  amount  of  tillable  land. 

OTHER  STEPS  TO  ENCOURAGE  AGRICULTURE 

Though  perhaps  among  the  most  significant,  these  five  developments  referred  to 
above  are  not  the  only  indications  that  the  Bolivian  Government  is  bent  upon  a  policy 

3  This  Department  had  been  established  by  a  decree  of  February  29,  1940  with  an  available 
capital  of  30  million  Bolivianos  and  with  authority  to  grant  secured  loans  to  farmers,  dairymen, 
and  livestock  breeders,  to  assist  colonization  financially,  and  In  other  ways  to  promote  agri- 
cultural production.  prior  to  the  establishment  of  this  Department,  the  only  sources  of  farm 
credit  were  private  individuals  and  commercial  credit  agencies  which  ordinarily  operated  on  a 
short-term,    high-interest  basis. 

Much  good  was  undoubtedly  accomplished  by  this  Department  of  the  Central  Bank  during  the  ap- 
proximately two  short  years  of  Its  operation.  Loans  were  authorized  for  seed,  livestock,  fat- 
tening and  breeding,  farm  land  and  machinery,  purchases,  and  farm  improvements  at  6  percent 
interest,  with  the  periods  of  repayment  varying  with  the  purpose  of  the  loan  and  amortization 
payments  scheduled  semi-annually.  Due  to  the  small  available  capital  of  the  Department,  no 
loans  were  actually  made  for  purchases  of  land,  although  such  loans  were  authorized.  As  most 
of  the  loans  made  were  for  machinery  and  breeding  stock,  five-year  periods  for  repayment  were 
most  common.  Ordinarily  kept  down  to  half  of  the  value  of  the  security,  the  individual  loans 
made  ranged  in  amounts  from  476  Bolivianos  to  more  than  3  million  Bolivianos,  the  largest  num- 
ber  for  small  amounts. 
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of  making  the  country  as 
nearly  as  possible  agricul- 
turally self-sufficient. 
Numerous  other  pointed  in- 
dications, generally  of  like 
tenor,  have  appeared  from 
time  to  time,  especially 
since  the  outbreak  of  the 
war  in  Europe.  With  a  view 
to  encouraging  agricultural 
production  through  the  use 
of  ultra-modern  machinery 
and  equipment,  the  agricul- 
tural branch  of  the  Govern- 
ment sponsored  an  agricul- 
tural exposition  at  La  Paz 
in  April  1940,  at  which  the 
most  up-to-date  machinery 
and  equipment  were  dis- 
played. 4  Subsequently  (De- 
cember 15,  1941)  the  Govern- 
ment freed  all  such  agricul- 
tural machinery,  accessories 

and     SUDDlieS     from    inrnort  •^IGURE  2. -Irrigation  areas   and  transportation  routes  In  Bolivia. 

VV  V  (Courtesy  Mr.   Ben  H.    Thibodeaux  and   Mr.    W.    V.    Harlan   of  the 

duties.    Imports  of  Such  ar-       United  States  Economic  Mission  to  Bolivia.) 

tides  by    agricultural  so- 
cieties   had  been  freed  from  import  charges  since  mid  1939,   but  the  December  1941 
decree  made  imports  by  private  individuals  and  business  firms  equally  free  from  import 
tariffs. 

In  April  1940,  also,  acting  upon  the  belief  that  the  Altiplano  region  is  ideally 
suited  for  wool  production  and  that  with  proper  encouragement  the  domestic  wool  in- 
dustry could  make  the  nation  independent  of  foreign  sources  of  supply,  the  Government 
decreed  the  formation  of  a  National  Wool  Committee.  This  Committee  was  given  vast 
powers  to  regulate  prices,  production  and  foreign  trade  with  a  view  to  making  the 
nation  self-sufficient  as  regards  that  commodity. 

In  1941  the  Government  decreed  an  elaborate  plan  of  organization  for  rural  coop- 
eratives. A  number  of  steps,  such  as  the  raising  of  the  official  governmental  prices 
and  the  imposition  of  protective  tariffs,  have  been  taken  to  encourage  domestic  pro- 
ducers of  wheat,   barley  and  cotton. 

Increased  cotton  production  has  been  the  subject  of  governmental  discussion  for 
several  years.  At  one  time  there  was  supposed  to  be  an  unofficial  five-year  plan  for 
increasing  the  planted  area  to  800  hectares  (a  hectare  is  equivalent  to  2.471  acres) 
in  the  fifth  year  1940;  but  in  that  year  only  about  200  hectares  were  planted.  De- 
termined to  encourage  domestic  growers  the  Government  on  May  22,  1941  raised  the  of- 
ficial price  of  domestic  ginned  cotton  by  40  percent.  Ginned  cotton,  according  to  the 
decree,  was  to  be  classified  and  priced  officially  as  follows: 


The  Governnent  invested  about  $90,000  In  this  machine ry  and  e quipaent ,  which  subsequently 
was   sold  to  farmers   at   a  substantial  discount. 
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Table  l.-Official  Bolivian  prices  for  domestic  ginned  cotton 

S. 


OLD  PRICE 

NEW  PRICE 

BOLIVIANOS  PER 

UNITED  STATES 

BOLIVIANOS  PER 

UNITED  STATES 

QUINTAL  (46  KILOS) 

CENTS  PER  POUND 

QUINTAL  (46  KILOS) 

CENTS  PER  POUND 

500 

10.6 

:  700 

:  14.9 

:            450  : 

9.6 

:  630 

:  13.4 

:  400 

:  8.5 

:  560 

;  11.9 

:  350 

7.4  : 

490  : 

10.4 

GRADE 


fully  good 


Tst- 

2nd  -  good  ......... 

3  rd  -  good  fair 
4th  -  unclassified 
(stained  or  d  i  rt  y ) 


Shortly  afterward  (July  14)  a  protective  import  duty  was  imposed  on  raw  and  manufac- 
tured cottons.  The  duty  on  raw  cotton  imported  for  milling  was  placed  at  0.25  Boli- 
viano per  kilo  for  the  first  year  (nearly  %  cent  per  pound),  at  1.00  Boliviano  per 
kilo  (about  1  cent  per  pound)  for  succeeding  years  until  1950,  after  which  time  it  was 
to  remain  at  5.00  Bolivianos  (almost  5  cents  per  pound).  The  decree  authorizing  these 
protective  duties  stated  that  the  resulting  funds  were  destined  exclusively  for  the 
stimulation  of  national  cotton  production  through  the  provision  of  machinery  and  seeds, 
technical  assistance,  and  suitable  fields  in  proper  zones,  to  families  desiring  to 
specialize  in  cotton  production.  Each  participating  family,  according  to  the  decree, 
was  to  receive  10  hectares  of  land,  tools,  and  300  Bolivianos  each  week  during  the 
first  year.  The  total  was  to  be  paid  off  by  the  contracting  farmer  in  annual  instal- 
ments over  a  20-year  period.  Moreover,  each  settlement  so  colonized  under  the  decree 
was  to  be  provided  (from  the  protective  tariff  reserves)  with  an  experimental  farm 
that  would  provide  the  farmers  with  guidance  and  ginning  facilities. 

Somewhat  similar  schemes,  including  the  raising  of  of ficial  prices,  were  also  ad- 
vanced about  the  same  time  for  promoting  wheat  and  barley  production. 

Early  in  1942  (March  9),  after  numerous  steps  to  stimulate  domestic  wheat  produc- 
tion had  been  taken,  a  National  Wheat  Committee  was  est ablished  to  study  and  report  on 
the  best  mode  of  making  the  country  self-sufficient.  One  of  the  main  stumbling  blocks 
to  the  solution  of  this  problem  is  that  the  Argentines  can  sell  their  wheat  in  Bolivia 
cheaper  than  the  domestic  producers  can  grow  it. 

The  Rubber  Contract 

Among  the  steps  taken  to  stimulate  the  production  of  tropical  products  for  ex- 
port, the  new  rubber  contract  is  of  special  interest.  On  July  15  the  Bolivian  Govern- 
ment, on  behalf  of  Bolivian  rubber  producers,  signed  a  five-year  contract  with  the 
United  States  to  deliver  to  the  United  States  at  a  stipulated  price  all  rubber  pro- 
duced in  Bolivia  except  250  tons  each  calendar  year.  To  the  extent  that  this  agree- 
ment stimulates  rubber  production  and  the  $2,125,000  development  fund  established 
under  the  contract  by  the  United  States  Rubber  Reserve  Company  is  used  to  make  por- 
tions of  the  Bolivian  Lowlands  healthful  and  habitable,  this  agreement  is  a  decided 
step  toward  ultimately  increasing  agricultural  production  in  Bolivia.  Because  this 
agreement  tends,  however,  to  draw  some  of  the  unskilled  agricultural  labor  into  rub- 
ber production,  there  are  some  grounds  for  believing  that  it  may  discourage  the  pro- 
duction of  certain  badly  needed  agricultural  foodstuffs.  It  might  not,  therefore,  be 
regarded  in  every  sense  of  the  word  as  a  step  toward  agricultural  self-sufficiency. 

BOLIVIA'S  AGRICULTURAL  DEFICIENCIES 

Some  time  may  elapse  before  a  full  and  accurate  appraisal  can  be  made  of  the  ef- 
fects of  these  moves  by  the  Bolivian  Government.  There  can  be  no  doubt,  however,  con- 
cerning the  wisdom  of  the  Government' s  policy  of  expanding  agricultural  production. 
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Although  the  country  is  agriculturally  deficient  and  economically  unbalanced  at  the 
present  time,  it  possesses  sufficient  land  and  climatic  resources  to  correct  this 
grave  situation  -  provided  certain  population,  health,  transportation  and  financial 
problems  can  be  overcome. 

The  national  economy  is  based  almost  entirely  upon  the  exportation  of  minerals, 
mainly  tin.5  Prosperity  or  depression  hinges  upon  the  world  demand  for  the  output 
of  the  mineral  industry  alone.  Badly  undeveloped  agriculturally,  the  country  is 
heavily  dependent  upon  imports  of  basic  foodstuffs  and  fibers.  The  result  of  such  an 
unbalanced  economy  is  that  the  amount  of  essential  foodstuffs  and  fibers  available  in 
the  country  from  yeartoyear  is  to  a  large  extent  dependent  upon  the  amount  of  foreign 
exchange  received  from  the  exportation  of  minerals.  And  where  substantial  quantities 
of  an  always  limited  supply  of  spendable  foreign  exchange  is  consumed  in  importing 
foodstuffs  and  fibers  for  current  living  needs,  little  remains  for  capital  investments 
and  domestic  improvements  to  broaden  the  base  of  the  nation's  economic  life. 

In  1938,  according  to  the  best  and  latest  available  estimates,  Bolivia  with  a 
total  area  of  approximately  266.5  million  acres  of  land,  is  estimated  to  have  had  only 
about  4-51,  000  acres  in  cultivated  field  crops.6  With  a  total  land  area  only  slightly 
larger,  Texas  and  California  together  in  1938  harvested  their  principal  crops  from 
30.5  million  cultivated  acres.  The  total  area  of  these  cultivated  field  crops  in 
Bolivia  represented  only  about  two-tenths  of  1  percent  of  the  total  land  area  of  the 
country,  and  there  was  only  a  little  more  than  one-tenth  of  an  acre  cultivated  per 
capita  of  the  population.7  Under  these  conditions  relatively  heavy  quantities  of  cot- 
ton and  wool  (raw  and  manufactured),  wheat  (grain  and  flour),  sugar,  livestock,  meats, 
dairy  products,  rice,  edible  fats  and  oils,  barley,  and  fish,  not  to  mention  lesser 
amounts  of  fruits,  potatoes,  corn  (grain  and  flour),  other  cereals  and  starches,  cacao 
and  chocolate,  are  imported  into  Bolivia  regularly.  In  1938,  the  last  full  calendar 
year  before  the  war  and  in  many  respects  a  fairly  representative  year,  the  country  im- 
ported nearly  all  of  its  sugar,  about  62  percent  of  its  wheat,  57  percent  of  its  rice, 
and  about  14  percent  of  its  meat  and  barley. 

Agricultural  exports,  on  the  contrary,  are  quite  small  and  are  limited  for  the 
most  part  to  Brazil  nuts,  rubber,  hides  and  skins,  quinine  bark,  and  coca  leaves.  Ex- 
cept for  the  hides  and  coca  leaves,  these  commodities  are  the  product  of  wild  tropical 
growth  rather  than  of  the  farm. 

Total  agricultural  imports  (exclusive  of  agricultural  machinery  and  parts)  during 
the  5-year  period  1936-40  averaged  4-82,013,714  Bolivianos  in  value,  total  agricultural 
exports  only  109,  573,  702  Bolivianos,  or  less  than  one-fourth  as  much.  Thus  during  this 
period,  of  the  average  annual  1,960,001,580  Bolivianos  made  available  to  Bolivia  in 
foreign  exchange  through  the  exportation  of  domestic  products  (94  percent  minerals), 
one-fourth  was  consumed  in  importing  commodities,  basically  agricultural,  for  current 
living  needs.  Roughly  another  third  of  the  total  went  for  foreign  payments  (in  divi- 
dends, foreign  salaries  and  importations  of  mining  machinery,  etc.)  by  the  mining  in- 
dustry itself.  This  left  only  a  little  more  than  two-fifths  (834-,  3 10,  5  10  Bolivianos) 
of  the  total  for  imports  of  other  goods  with  which  to  broaden  the  nation' s  basic  econo- 
my through  capital  investments,  etc. 

5  During  the  10- y e ar  per iod  19 29- 38 ,  gauged  on  a  value  basis,  about  nine-tenths  of  all  exports 
consisted  of  mineral  products;    and  from   two-thirds   to   three- four th s  of  the   total   was  of  tin. 

6  Mainly  barley,  wheat,  corn,  potatoes,  s wee tpo t atoes ,  coca,  quinua,  rlce.yuca,  beans,  ocas, 
peas,    tobacco,    peanuts,   onions,    tomatoes   and  sugarcane. 

In  continental  United  States,  the  area  of  the  46  principal  crops  harvested  in  1940  repre- 
sented  about    17J  percent  of  the   total,    and  2£   acres  cultivated  per   capita  of  the  population. 
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Table  2. 


-Bolivian  production,  imports,  and  consumption  of  selected  food  items,  1938 


ITEM 


DOMESTIC 
PRODUCTION 


IMPORTS 


DIRECT  FORM 


INDIRECT  FORM, 
CONVERTED 


Potatoes   

Corn,   grain  and  flour  .  

Wheat   

Yuca   

Sugar   

8arl ey  

Rice,  milled  

Oca  

Quinua  

Meat   

Lard  

Milk,  fluid  (consumed  as  such) 
C  he  e  se8  


Metric  tons* 
92,434 
80,958 
32,648 
32, 696 

(4) 
28,119 

8,  480 

8,559 

3,725 
21,  244 

7,372 

8,713 

8,942 


TOTAL 
CONSUMPTION 


Metric  tons 

:  Metric  tons 

:  Metric  tons 

273 

73 

:  81,031 

39,209 

:  21S975 

:  86,832 

:          3  420 

:  33,116 

25,731 

5  102 

:  25,833 

^,525 

32,644 

11.3*7 

19,827 

8,559 

°3^6  :' 

3,725 

24,590 

403  : 

7,775 

71,858  : 

10,571 

17  : 

8,959 

One  metric   ton  =  2204.6  pounds. 


Grain  equivalent   of  wheat   flour,    converted  on  the  basis  of  1.4  pounds  of  wheat  per  pound 
of  flour. 
3 

Starch  products   expressed  in  terms  of  raw  yuca,   with  conversion  at   the  rate  of  5  pounds  of 
yuca  per  pound  of  starch. 
4 

Snail  quantities  of  sugar  are  produced  in  Bolivia,  but  no  data  are  available  on  this.  The 
lten  is  omitted  here   In  that  it  is  known  to  be  Insignificant  in  comparison  with  imports. 

Candles   and  sweets  In  various  forms. 

6  Live  animals  imported  were  assumed  to  dress  out  at  50  percent  of  their  live  weight.  This 
proportion  was  arbitrarily  made  low  so  as  to  compensate  for  snail  numbers  of  breeding  stock 
Included  with  other    animals  In  the   Import  statistics. 

7 

Fluid-milk  equivalent  of  condensed  and  other  forms  of  concentrated  milk,    converted  on  the 
basis  of  3.5   tons   of  fluid  milk  per  ton  of  concentrated  product. 
8 

Includes   that  produced  from  sheep's  nllk. 

For  this  table,  as  well  as  for  other  background  material  contained  in  this  statement,  the 
author  is  indebted  to  Mr.  Ben  H.  Thlbodeaux  and  Mr.  W.  V.  Harlan,  members  of  the  United  States 
Economic  Mission   to  Bolivia. 

Data  on  domestic  production  and  on  imports  were  obtained  fron  Estadlstica  Agropecuari a,  1938, 
and  Conercio  Exterior,  1938,  respectively,  published  by  the  Dlrecclon  General  de  Estadls- 
tica,   Ministerlo  de    Hacienda,  Bolivia. 


WIDE  RANGE  OF  PHYSICAL  CONDITIONS  OFFER  GREAT  POSSIBILITIES 

In  spite  of  all  this,  however,  the  belief  is  that,  because  of  the  adequate  supply 
of  land  that  exists  under  such  an  extraordinarily  wide  range  of  physical  and  climatic 
conditions,  Bolivia  is  potentially  capable  of  expanding  its  agricultural  production 
to  meet  the  greater  part  of  its  needs.  Ail  of  the  major  agricultural  items  imported 
into  Bolivia,  and  some  of  the  lesser  ones,  are  now  produced  to  some  extent  domestically. 
In  the  Altiplano  Region,  where  farmers  must  sow  and  reap  in  the  bitter  cold  at  alti- 
tudes ranging  up  to  13,  000  feet  and  where  the  average  rainfall  varies  from  as  little  as 
7  inches  at  Uyuni  to  22  inches  at  La  Paz,  conditions  are  favorable  for  the  production 
of  sheep,  hardy  cereals  such  as  barley  and  quinua,  and  potatoes.  In  the  Lowland  trop- 
ical and  subtropical  region,  where  with  one  notable  exception  the  surface  is  pre- 
dominantly level  and  where  rainfall  varies  from  tropical  over-abundance  to  extreme 
aridity,  land  and  climatic  resources  favor  the  production  of  a  variety  of  products, 
including  such  products  as  rubber,  yuca,  corn,  rice,  sugarcane,  coffee,  fruits,  cattle, 
and  lumber.  Lying  between  the  Altiplano  and  Lowlands  Region  is  an  intermediate  zone 
where  mountains  and  valleys  alternate  and  where  agricultural  production  in  any  local- 
ity depends  upon  the  altitude,  the  temperature,   and  the  water  supply.  Here,  depending 
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upon  the  individual  locality,  products  vary  from  those  of  a  tropical  or  semitropical 
area  to  those  produced  in  colder  and  drier  upland  and  mountain  areas,  including  the 
commodities  produced  in  the  temperate  zones. 

FACTORS  IMPOSING  LIMITATION  UPON  USE  OF  LAND 

Before  this  wide  range  of  land  and  climatic  resources  can  be  called  into  play 
for  the  improvement  of  Bolivia,  however,  certain  definitely  imposing  problems  must 
be  lessened  considerably  or  overcome. 

Adequate  transportation  facilities  must  be  provided  to  move  freight  at  a  reason- 
able cost  from  actual  or  potential  producing  areas  into  consuming  centers.  The  lim- 
ited railway  mileage  that  exists  now  is  concentrated  in  the  Altiplano  Region  with  the 
view  primarily  of  serving  the  mining  industry;  and  the  potentially  agriculturally  pro- 
ductive Lowland  areaisto  all  intents  and  purposes  isolated  f rom  the  consuming  centers 
of  the  Altiplano.  The  labor  supply  must  be  increased,  or  redistributed,  so  as  to 
utilize  the  nation' s  soil  resources  to  the  best  advantage.  Normally  over-plentiful 
in  certain  places  in  the  Altiplano,  agricultural  labor  in  the  Lowlands  -  where  it  can 
be  said  to  exist  at  all  -  is  at  a  premium.  Like  the  transportation  facilities,  the 
population  in  the  country  as  a  whole  is  quite  small, 8  and,  furthermore,  the  exist- 
ing distribution  of  that  population  cannot  make  efficient  use  of  the  land.  Sani- 
tation and  disease  prevention  programs  must  be  instituted,  especially  in  the  valleys 
of  the  intermediate  region  and  in  the  Lowlands,  before  these  areas  can  become  habit- 
able for  farmers  and  colonizers  interested  in  settling  on  family-sized  farms. 

CONCLUSION 

It  is  in  the  light  of  these  and  other  considerations  that  the  recent  moves  of 
the  Bolivian  Government  toward  agricultural  self-sufficiency  must  be  evaluated.  Taken 
as  a  whole  what  these  moves  suggest  is  that  the  struggle  toward  greater  agricultural 
production  from  now  on  is:  (1)  To  be  directed  by  a  relatively  capable  official  agri- 
cultural organization;  (2)  to  be  based  upon  the  latest  and  most  accurate  available 
factual  and  statistical  data;  (3)  to  be  financed  immediately,  at  least  in  part;  and 
lastly  that  (4)  pending  further  developments,  individual  Bolivian  farmers  will  have 
greater  credit  facilities  with  which  to  expand  or  improve  their  holdings  and  addi- 
tional amounts  of  irrigated  land  on  which  to  farm.  As  such  these  moves  indicate  that 
Bolivia  undoubtedly  is  making  headway  toward  an  expanded  agricultural  production  on 
the  road  to  agricultural  self-sufficiency. 

o 

Estimated  at  3,259,000  persons  in  1939,  which  is  56  percent  Indian,  14  percent  white,  and 
the   renainder  nixed  white   and  Indian. 


ARGENTINE   GRAPE   AND   WINE   CONTROL  PROGRAM 


By  Louis  C.  Nolan* 

Any  well-founded  hope  for  a  solution  of  the  problem  of  agri- 
cultural maladjustments  -  domestic  or  international  -  in  the  post- 
war world  must  rest  to  an  appreciable  extent  upon  knowl  edge  o  f  the 
pioneering  methods  and  mechanisms  heretofore  employed  in  dealing 
with  such  problems.  Where  policies  and  programs  in  any  country 
for  any  commodity  or  commodities  have  met  with  something  approach- 
ing success,  knowledge  of  the  pertinent  facts  in  the  case  may  be 
especially  worthy  of  examination.  In  this  connection  the  Argentine 
Government' s  program  for  control  of  the  grape  -  wine  industry  is 
examined  here.  It  offers  rather  convincing  evidence  of  at  least 
one  fact  in  particular:  namely,  that  for  an  agricultural  enter- 
prise catering  only  to  the  home  market,  the  problem  of  relating 
available  supply  to  domestic  consumption  can  be  solved,  or  con- 
trolled, in  such  a  way  as  to  benefit  producers,  processors,  and 
consumers  alike. 

In  1936,  when  a  Government  census  was  taken  -  and  before  the  vineyard  purchase 
and  extirpation  program  got  under  way  -  the  area  devoted  to  the  cultivation  of  grapes 
in  Argentina  was  at  a  peak  of  370,192  acres.1  A  half  century  earlier  (in  1888)  the 
comparable  figure  was  only  63,391  acres.  Approximately  four-fifths  of  the  total  1936 
acreage  was  devoted  to  growing  wine  grapes  (table  1).  Roughly  three-fourths  of  the 
wine  grape  acreage  was  centered  in  the  Province  of  Mendoza,  with  another  15  percent 
more  or  less  in  San  Juan  and  5  percent  in  the  Territory  of  Rio  Negro. 

In  the  production  year  1936-37,  Argentina  produced  nearly  210  million  gallons  of 
wine,  or  6  percent  of  the  total  world  production,  and  ranked  after  France,  Italy, 
Spain,  and  Algeria  as  the  world's  fifth  largest  producer.  Of  that  year's  production, 
75  percent  was  contributed  by  the  Province  of  Mendoza  and  18  percent  by  that  of  San 
Juan.  Except  for  another  4  percent  produced  in  the  combined  territories  of  Rio  Negro 
and  Neuquen,  the  remainder  of  the  production  was  scattered. 

The  1936-37  Argentine  output  has  been  exceeded  only  by  that  of  the  following  year. 
Production  has  varied  widely  in  recent  years,  ranging  frcm  a  low  of  about  57.8  million  gallons 
in  1931-32  (when,  according  to  estimates,  over  95  percent  of  the  Mendoza  grape  harvest 
was  lost  due  to  hail  damage)  to  the  all-time  peak  of  about  244.7  million  gallons  in 
1937-38.     The   1941-42  production  approximated  182.7  million  gallons. 

In  1939,  according  to  the  official  industrial  census  for  that  year,  there  were 
2,956  wineries  registered  in  the  Republic,  2,379  of  them  in  operation.  Nearly  half 
(48  percent)  of  those  operating  were  in  Mendoza,  about  14  percent  were  in  San  Juanj 
and  another  28  percent  were  in  Rio  Negro  and  the  combined  Provinces  of  Buenos  Aires, 
Santa  Fe  and  Cordoba.     The  remainder  were  fairly  well  scattered. 

»   Senior  Economic   Analyst,   Office  of  Foreign  Agricultural  Relations. 

1  This  area  declined  to  359,993  acres  in  1937  and  to  320,723  acres  in  1938,  since  which  ti»e, 
according  to   the  Argentine  Wine  Board,    it  has  regained  virtually  unchanged. 
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THE  CRITICAL  SITUATION  IN  1934 

Until  1935  the  Argentine  wine  industry  experienced  little  official  control  or 
expert  direction.  Serious  economic  maladjustment  and  some  abuses  developed.  About 
1929,  simultaneously  with  the  onslaught  of  the  world  economic  crisis,  a  series  of 
economic  ups  and  downs  began  which  shook  the  industry  to  its  foundations.  By  late 
1934  Argentine  grape  growers  and  wine  producers  were  in  serious  financial  straits. 

Wine  stocks  on  hand  or  in  view  for  1935  were  calculated  to  be  more  than  double 
that  year' s  probable  consumption  requirements.  Grape  prices  in  Mendoza  had  dropped  to 
the  disastrous  levels  of  1.50  pesos  per  quintal  (21.7  cents  per  100  pounds).2  This  was 
less  than  the  cost  of  production.  Wine  in  Mendoza  was  quoted  (traslado)3  at  4.8  cents 
a  gallon.     This  price  was  only  35  percent  of  the  1930  average  price. 

Wine  producers  had  been  hard  hit  by  overproduction,  accompanied  by  decreased  do- 
mestic consumption.  In  1919,  Argentina  had  produced  120,856,802  gallons  and  consumed 
145,841,097  gallons,  or  about  17.4  gallons  per  capita.  In  1933,  though  domestic  pro- 
duction had  risen  to  194,086,969  gallons,  consumption  had  slumped  to  118,148,693 
gallons  -  or  to  a  per  capita  consumption  of  only  about  10  gallons.  Back  of  this 
sharply  curtailed  consumption  was  lack  of  consumer  buying  power,  pyramided  Federal  and 
Provincial  taxes  on  wine,   and  higher  wine  prices  resulting  from  the    preceding   year' s 


Table  l.-Area  in  vineyards,  by  provinces  and  Territories  and  by 
types  of  grapes  according  to  their  use 


EUROPEAN  TYPES  OF 

PROVINCE 

WINE  CRAPES 

AMERI 

CAN- 

VINE- 

TABLE 

RAISIN 

MI SCEL- 

TOTAL 

OR 

WHITE  AND 

GRAPES 

GRAPES 

1  irr- 

LANEOUS 

YARDS 

TERRITORY 

T INT AS 

ROSADAS 

GRAPES 

Per-: 

\Per-\ 

Per- 

Per-; 

Per-; 

Per- 

Acres : 

cent: 

Acres  -.cent 

Acres  : 

cent 

Acres 

cent; 

Acres- 

cent- 

Acres 

cent 

Acres 

Number 

Mendoza  . . 

188,455: 

85 

33,991:  41 

22, 182 

^3 

67  ■ 

67 

3^7 

7 

3,587 

*3 

248, 630 

10,962 

San  Juan  . 

13, 182: 

6 

34,634:  42  : 

23, 282 

45 

24 

24 

88 

2 

881- 

10 

72, 092 

5,^71 

Rfo  Negro 

10,017 

5 

6,516:    8  : 

1,730 

3 

12 

(1)  ■ 

2,181- 

26 

20,457 

2,012 

Buenos 

Aires  ... 

2,214 

1 

104:  (l) 

365 

1 

1  : 

1 

2,147 

^3 

481 

6 

5,3H 

1,366 

Cordoba  . . 

2,708 

1 

484:  1 

861 

2 

1,052 

21 

221 

3 

5,327 

1,15* 

La  Rioja  . 

490 

(l) 

2,712:  3 

1, 775" 

3 

5 

5 

1 

413 

5 

5,396 

2,  027 

Sa  1  ta  .... 

391: 

(l)  ■ 

1,789:  2 

582 

1 

3  ' 

3  ' 

7 

(1) 

90 

1 

2,862 

706 

J  u j  uy  .... 

:  218 

(l) 

1,087:  1 

266 

(i) 

1,021 

20 

16 

(1) 

2,  608 

:  313 

Entre  Rios 

1, 661 

1 

20:  - 

167 

(1) 

249 

5 

168 

2 

2,264 

:  452 

Catamarca 

.  217 

.  (l) 

1,273:  2 

3^9 

1 

10 

(1)  : 

280 

3 

2,  130 

697 

Santa  Fe  . 

:  1,568 

1 

110:  (D 

14  6 

(i) 

26 

(1) 

1,  849 

:  1,015 

Sant  i  ago 

de 1  Este  ro 

:  22 

:       67:  U) 

309 

:  1 

9 

<i) 

;  408 

:  107 

Corrientes 

:  50 

:       10:  - 

6 

62 

:  1 

3 

132 

:  105 

Tuc  uman   . . 

:        98:  (D 

3 

100 

:  52 

M  i  s  i  ones  . 

':  2 

1 

55 

:    1 ;' 

58 

:  7 

San  Luis  . 

:  27 

:        7li  (l) 

:  16 

15 

(1) 

130 

35 

Neuquen   .  . 

:  166 

:  fa 

94:  <i) 

89 

(i) 

89 

1 

:  438 

:  116 

Total  . 

:  221, 388 

:100 

83,064:100 

.52, 129 

:loo 

100 

100 

.5,051 

:100 

8,  460 

100 

: 370, 192 

:27,197 

Less   than  one-half  of  1  percent. 


During  the  period  1934-41  covered  by  this  study,  the  noon  buying  rates  for  cable  transfers 
of  Argentine  paper  pesos  at  New  York  averaged  annually  about  31.888  cents  to  the  peso.  All 
monetary  conversions  in  this  study  are  made  at  this  rate,  except  as  otherwise  Indicated.  The 
average  annual  rate  during  this  period  varied  from  a  high  of  33.5793  cents  in  1934  to  a  low  of 
29.7730  cents  in  1940.  For  these  rates  by  months,  see  p.  192  of  NOLAN ,  LOUIS  C.  THE  EVOLU- 
TION OF  THE  ARGENTINE  GRAIN  PRICE- GUARANTEEING  P0LI CY ,  Fo r e ign  Ag  r  .  ,  6  :  185-203.  The  conversion 
rate  of  31.888  is  used  merely  to  give  a  rough  idea  of  the  values  involved. 
3 

The  traslado  quotation  is  the  net  price  received  by  producers,  after  deductions  for  taxes, 
transportation,    and  container  charges,    in  the  central  producing  zones. 
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crop  failure.  Loss  of  foreign  markets  for  wine  had  nothing  directly  to  do  with  this 
immediate  situation,  as  the  wine  industry  produced  almost  entirely  for  the  domestic 
market.  During  the  preceding  decade  (1924-33)  exports  had  averaged  annually  only  a 
very  small  fraction  of  1  percent  of  production. 

CREATION  OF  THE  MINE  REGULATING  BOARD 

To  remedy  the  situation  the  Argentine  Congress  passed  a  law  (December  20,  1934) 
creating  the  Wine  Regulating  Board  (Junta  Reguladora  de  Vinos),  composed  of  a  president 
and  two  associate  members.  This  Board  is  named  by  the  President  of  the  Republic  and 
maintains  contact  with  him  through  the  Ministry  of  Agriculture.  On  all  fundamental 
questions  it  consults  an  honorary  advisory  committee,  made  up  of  representatives  of 
the  Bank  of  the  Nation,  the  National  Mortgage  Bank,  the  wine-producing  Provinces  and 
Territories,   and  other  interests  affected. 

The  Board  was  directed  and  authorized  by  law  "to  adopt  suitable  means  to  prevent 
the  national  production  of  wine  from  continuing  to  exceed  the  normal  requirements  of 
the  population  and  its  increase."  This  objective  was  to  be  sought  through  production 
control  of  the  wine-grape  and  new  marketing  regulations  and  diversion  programs  -  not 
through  the  expansion  of  domestic  consumption  or  the  foreign  market.  Specifically  the 
Board  was  empowered  to  (1)  pay  producers  to  uproot  their  wine-grape  vines  or  to  sub- 
stitute for  them  table-grape  vines,  raisin-grape  vines,  and  other  crops;  (2)  pur- 
chase surplus  grapes  and  divert  them  from  wine  production;  (3)  purchase  surplus  wine 
from  cellar  owners,  who  obligate  themselves  to  repurchase  it  when  the  Board  orders, 
in  order  to  adjust  marketings  to  demand,  or  to  make  mortgage  loans  on  such  wine;  (4) 
make  agreements  with  the  governments  of  wine-producing  Provinces  for  the  better 
execution  of  the  general  purposes  of  this  law;  (5)  make  compulsory  final  dates  for 
harvesting  in  each  of  the  producing  regions  of  the  country;  (6)  and  to  promote  the 
formation  of  cooperative  groups  of  those  grape  producers  who  lack  wine  cellars. 

Not  content  with  authorizing  the  Board  generally  to  do  these  things,  the  law 
established  a  prohibitive  tax  of  1,  000  pesos  a  hectare  (about  $120  an  acre)  on  all  new 
vineyards  for  a  period  of  3  years,  and  this  tax  was  subject  to  extension  by  the 
President   for  an  additional  2  years. 4 

The  work  of  the  Board  was  financed  by  an  executive  allocation  of  30,000,000 
pesos  ($9,566,400).  This  sum,  in  turn,  was  to  be  amortized  by  a  surtax  of  1  centavo  a 
liter  on  wine   (1.2  cents  a  gallon),   levied  for  a  period  of  6  years. 

SUBSEQUENT  LEGISLATION 

The  Wine  Regulating  Board  was  organized  on  February  2,  1935.  Within  2  years  it 
discovered  it  lacked  sufficient  funds  and  authority  to  deal  with  the  problems  it 
faced.  It  learned  that  the  statistical  calculations  upon  which  it  based  its  opera- 
tions had  to  be  altered  radically  and  that  "an  unusually  large  harvest  [like  that  in 
1935]  in  a  moment,  will  destroy  the  regulatory  work  of  several  years."  At  the  insti- 
gation of  the  Wine  Eoard,  a  new  law  was  passed  and  promulgated  January  29,  1937,  amend- 
ing and  supplementing  the  earlier  law.  This  law,  rounding  out  the  Government' s  powers 
for  regulating  the  wine  industry,  contained  a  number  of  important  provisions,  among  them 

4  A  report  from  the  U.  S.  agricultural  attache  at  Buenos  Aires,  dated  May  20,  1942,  advises 
that  this  tax  "was  renewed  until  December  31,  1940,  by  a  clause  In  the  budget  passed  on  October 
4,  1939.  The  1940  budget  was  extended  or  renewed  by  decree  for  1941;  and  likewise  by  decree 
the  sane  1940  budget  was  renewed  or  extended  for  1942  until  the  new  Congress  meets.  The  Wine 
Regulating  Board  Interprets  this  renewal  as  an  extension  also  of  the  tax  for  the  period  covered 
by  the  budget   and  contends  that  the  tax  Is  in  force   at   the  present  time." 
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the  following:  (1)  The  Executive,  through  the  Wine  Board,  was  to  purchase  sufficient 
wine-grape  vineyard  lands,  in  typical  production  zones,  to  eliminate  2  million  metric 
quintals  (440,924,000  pounds  of  wine  grapes)  from  production:  1,300,000  quintals  in 
the  Province  of  Mendoza;  450,000  in  San  Juan;  150,000  in  Rio  Negro;  and  the  remaining 
100,000  in  other  regions.  These  purchases  were  in  addition  to  the  vineyards  previously 
exterminated  by  law. 5  (2)  An  emergency  tax  in  kind  on  wine  was  levied,  to  fall  equal- 
ly on  all  producers  within  a  Province  or  Territory  that  on  July  1  of  any  given  year 
had  wine  stocks  in  excess  of  150,000  hectoliters  (3,962,700  gallons).  The  tax  was 
authorized  for  5  years  and  in  amount  was  not  to  exceed  15  percent  of  the  region's  total 
production.  The  object  of  the  tax  as  determined  by  the  Board  was  to  absorb  the  annual 
surplus.  For  each  liter  of  wine  delivered  to  the  Board  as  tax,  the  Board  was  to  pay 
the  taxed  producer  2  centavos  (about  2.4  cents  a  gallon)  to  compensate  for  costs  of 
production.  The  Board  could  dispose  of  the  tax  wine  as  it  saw  fit.  (3)  Domestic  con- 
sumption was  to  be  promoted  by  all  effective  means  within  the  Board's  power  (subject 
to  the  approval  of  the  President)  until  consumption  balanced  production.  (4)  The 
Board  was  to  encourage  the  distribution  of  wine  in  small  containers  rather  than  in 
bulk  (subject  to  the  approval  of  the  President).  (5)  Producers'  sales  quotas  of  wine 
were  established,  proportional  to  the  producers'  production,  to  promote  better  market- 
ing (subject  to  the  approval  of  the  President).  (6)  Loans  were  to  be  made  to  coopera- 
tive groups  interested  in  establishing  or  maintaining  establishments  for  the  sale  of 
wine  direct  to  the  consumer  -  the  object  being  to  promote  greater  consumption.  For 
this  purpose  3  million  pesos  ($956,640)  were  earmarked  from  funds  provided  elsewhere 
in  the  law.  To  be  eligible  for  a  loan  a  cooperative,  among  other  requirements,  had 
to  be  composed  of  at  least  100  fellow  wine  manufacturers  who  could  produce  at  least 
250,000  hectoliters  of  wine  (6,604,500  gallons)  and  were  interested  in  selling  direct 
to  the  consumer  through  their  own  sales  establishments  located  in  the  different  domes- 
tic consuming  centers.  In  wine-making  regions  where  total  production  did  not  aggregate 
250,000  hectoliters,  a  cooperative  was  eligible  for  a  loan  provided  30  percent  of  the 
region*  s  producers  were  members.  Ten-year,  noninterest-bearing  loans  were  authorized 
up  to  the  amount  of  3,000  pesos  ($957)  for  each  local  selling  establishment  owned  by 
the  cooperative.  (7)  The  President,  through  the  Wine  Board,  was  to  fix  in  each  wine- 
producing  region  the  earliest  date  upon  which  the  year' s  production  might  be  released 
for  consumption. 

Reorganization  of  the  honorary  advisory  committee  (whose  approval  of  all  impor- 
tant actions  was  necessary  before  the  Wine  Board  could  act)  to  make  it  more  repre- 
sentative of  the  interests  affected  was  also  authorized. 

Should  the  foregoing  powers  prove  insufficient  to  enable  it  to  attain  the  ends 
sought  by  the  laws  of  1934  and  1937,  the  Wine  Board,  furthermore,  was  given  the  blanket 
authority  to  do  anything  it  deemed  necessary  to  attain  these  ends  -  subject  only  to 
the  previous  approval  of  the  President. 

Thus  the  new  law  of  1937  strengthened  and  supplemented  the  law  of  1934  in  several 
respects,  notably  in  providing  for  an  attack  on  the  problem  from  the  consumption 
angle;  but  it  revoked  the  Board's  special  authority  to  purchase  grapes  in  order  to 
divert  them  from  processing  into  wine. 

5  The  lands  thus  acquired  became  the  property  of  the  Nation.  They  were  to  be  divided  into 
sections  not  exceeding  5  hectares  (12.4  acres)  and  sold  to  rural  workers  who  agreed  to  estab- 
lish their  hones  there  and  to  produce  no  wine  grapes.  These  plots  were  to  be  sold  one  to  a 
family,  on  long-ten,  low-interest  rates  and  at  prices  varying  fron  100  to  1,000  pesos  each 
($32  to  $319) . 
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To  enable  the  Wine  Board  to  finance  this  rigid  system  of  control  over  the  indus- 
try, this  act  of  1937  finally  empowered  the  President  to  issue  domestic  bills  of  credit 
up  to  50  million  pesos  in  amount  ($15,944,000).  The  retirement  of  these  bills  of 
credit  and  of  other  advances  already  made  to  the  Board  was  to  be  accomplished  by  means 
of  (1)  an  extension  of  the  1-cent-per-liter  surtax  on  wine  (originally  provided  in  the 
act  of  1934),  herein  provided  for,  for  as  long  a  period  as  necessary,  and  (2)  the 
proceeds  from  the  sale  of  the  vineyards  bought  by  the  Government  pursuant  to  this  law. 

ACTIVITIES  OF  THE  WINE  REGULATING  BOARD 

Armed  with  these  all-embracing  powers  over  the  wine  industry,  the  Wine  Board  en- 
gaged in  a  number  of  activities  between  1935  and  1940,  the  most  prominent  of  which 
are  discussed  below. 

Purchase  and  Diversion  of  1935  and  1936  Surplus  Grapes 

Purchase  and  diversion  of  surplus  grapes  was  the  first  means  of  control  put  into 
effect  by  the  Board  after  its  organization.  Purchases  were  made  from  the  1935  and  1936 
harvests.  As  for  the  1935  harvest  the  Board  early  decided  that  about  3,600,000  quin- 
tals (793,663,200  pounds)  of  grapes  should  be  diverted  from  wine  production.  This  was 
equivalent  to  about  2,650,000  hectoliters  of  wine  (70,008,000  gallons).  It  therefore 
made  purchases  at  the  price  of  2.20  pesos  per  quintal  (31.8  cents  per  100  pounds). 
This  price  constituted  only  a  moderate  aid  to  grape  producers;  and  yet  it  was  not 
thought  to  be  high  enough  to  encourage  marginal  producers  to  continue  contributing  to 
a  surplus.  Of  this  harvest  the  Board  acquired  784,074,000  pounds.  This  was  equivalent 
that  year  to  the  production  of  about  125,388  acres.  The  value  of  the  purchases 
totaled  7,662,077  pesos  ($2,443,283). 


Table  2. -Surplus  purchases  of  1935  harvest  of  wine  grapes 


REGION 

GRAPES   ACQUIRED     | AREA  OF  PRODUCTION 

VALUE 

1 ,000  pounds      :  Acres 

679,909         :           112,796  : 
104,165          :  12,592 

:       1,000  pesos      :     1,000  dollars 
6,  668           :             2,  126 
994           :  317 

784,074          :             125,388  : 

7,662           :  2,443 

Table  3.-Surplus  purchases  of  1936  harvest  of  wine  grapes 

REGION 

GRAPES  ACQUIRED 

AREA  OF  PRODUCTION 

Mendoza  

San  Juan   

R*o  Negro   

La  Rioja  ......... 

1 ,000  pounds 
:                         861,  739 
131,495 

:  13,322 
1,009 

Acres 

103,225 

16,448 

1,454 
123 

Total   

I  .   

1  1,007,565 

:  121,250 

On  the  final   reckoning  of  the  Board,   this  figure   was  reported  at  940,141,019  pounds. 


The  area  involved  in  these  purchases  was  equivalent  to  a  third  of  the  country's 
entire  area  in  grapes.  With  the  total  1935  grape  production  placed  at  2,294,147,634 
pounds,  these  purchases  represented  a  third  of  the  year's  crop.  A  small  part  of  these 
grapes  were  diverted  to  commercial  uses  other  than  wine  production  and  distributed 
for  charity,   but  the  bulk  of  them  was  destroyed. 

When  a  surplus  developed  in  connection  with  the  large  1936  harvest  of  wine  grapes, 
the  Board  was  not  in  a  financial  position  to  purchase  the  entire  surplus.  Conse- 
quently on  February  12,  1936,  it  announced  it  would  make  purchases,  at  the  maximum 
price  of  three  pesos  per  quintal  (43.4  cents  per  100  pounds)  up  to  a  total  amount  of 
10,000,000  pesos  ($3,188,800).     If  offerings  to  the  Eoard  exceeded  this  amount,  price 
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reductions  were  to  be  made  accordingly  in  order  to  make  10,000,000  pesos  pay  the  en- 
tire purchase  cost.  About  1,007,565,  000  pounds  of  grapes,  involving  an  area  of  121,251 
acres,  of  this  harvest  was  acquired. 

As  a  result  of  such  large  of ferings,  the  purchase  price  amounted  actually  to  only 
about  33.8  cents  per  100  pounds.  The  1936  wine  grapes  acquired  thus  represented  a 
third  of  that  year's  huge  grape  crop.  Only  about  29,263,000  pounds  of  these  purchased 
grapes  were  diverted  into  useful  channels  -  most  of  them  into  the  production  of  alco- 
hol. In  these  two  surplus  purchase  and  diversion  operations,  the  Wine  Board  had  in- 
vested 17,671,000  pesos  ($5,635,000)  as  of  December  31,  1940.  That  part  of  the  act  of 
1934  under  which  these  purchases  were  made  was  repealed  in  1937. 

Elimination  of  Wine-Grape  Vineyards 

Once  an  expansion  of  vineyards  had  been  guarded  against  by  the  prohibitive  tax, 
the  elimination  of  vineyards  was  the  basic  means  for  reducing  the  production  of  wine. 
The  Board  took  this  matter  up  as  soon  as  it  was  organized  in  February  1935.  It  esti- 
mated the  normal  Argentine  production  of  wine  at  208, 702, 000  gallons  and  total  probable 
domestic  consumption  at  the  close  of  1936  at  182,284,000  gallons,  based  on  a  per 
capita  consumption  of  14.5  gallons.  The  excess  production  was  equivalent  to  the 
average  yield  of  46,949  acres  of  vineyards.  Anticipating  that  vineyards  offered  by 
owners  for  elimination  would  be  low-yielding  vineyards,  the  Board  believed  that  61,775 
acres  would  have  to  be  destroyed  to  prevent  excess  production. 

.  Table  4. -Scale  of  indemnities  paid  for  destruction  of  Argentine  vineyards,  1936 


YIELD   IN  WINE    (1933-36   AVERAGE  j 


INDEMNITY 


Hectoliters  per  hectare 

Gallons  per  acre 

:       Pesos  per  hectare 

Dollars  per  acre 

15 

160 

282 

36.39 

20 

:                 2m  : 

376 

48.52 

30  : 

321 

564 

72.  78 

to 

:  428 

:                 752  : 

97.05 

50 

:  535 

:                 940  : 

121.31 

6o  or  more 

:  642 

:              1,128  : 

145.57 

Table  5. -Results  of  vineyard  extirpation  program1 


REGION 

OFFERS 

ESTIMATED 
AMOUNT   OF  WINE 
PRODUCTION 

AREA  REMOVED 
FROM  PRODUCTION 

INDEMNITIES  PAID 

Other  regions 

:  495 
217 
97 
20 

Gallons 
'  5,393,333 
:  1,501,595 
:  423,523 
145, 772 

Acres 
11,237 
4,135 
975  . 
309 

Pesos  : 
3,838,090  : 
:  1,068,589 
301,395 
103,736 

Dollars 
1,223,890 
:  340,752 
:  96,109 
:  33,079 

8  29 

7,464,223 

16, 656 

5,311,810 

1,693,830 

Working  from  these  calculations  the  Board  on  October  15,  1935,  called  upon  wine- 
grape  vineyard  owners  to  offer  their  vineyards  for  destruction  at  specified  rates  of 
indemnity.  Offers  originally  were  to  be  received  until  January  31,  1936;  but,  because 
of  the  relatively  small  number  of  offers  received,  the  time  was  extended  to  May  31. 

The  system  of  indemnities  was  calculated  upon  average  yields  of  wine  per  hectare, 
based  upon  certified  production  for  the  4-year  period  1933-36.  Vineyards  with  yields 
of  less  than  160.4  gallons  an  acre  were  not  eligible  for  indemnities.  Vineyards  with 
production  records  varying  from  160  to  642  gallons  or  more  per  acre  were  to  be  com- 
pensated for  at  rates  varying  from  $36  to  $145  per  acre  (table  4).  Provisions  were 
also  included  for  indemnities  on  vineyards  having  still  higher  yields  but  producing 
wine  of  inferior  quality. 
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Under  this  program  829  offers  for  extirpation  were  realized  by  the  Board.  As 
shown  in  table  5,  this  reduced  wine  production  by  an  estimated  7, 4-64-,  221  gallons  and 
the  area  in  vineyards  by  about  16,657  acres  -  considerably  less  than  the  Government 
had  calculated  on.     The  cost  involved  was  5,311,810  pesos  ($1,694,000). 

Purchase  of  Wine-Grape  Vineyards 

Under  the  law  that  provided  forthe  elimination  of  sufficient  vineyards  to  remove 
440,924,  000  pounds  of  wine-grapes  from  production,  the  Wine  Board  accepted  of fers  from 
vineyard  owners  for  the  sale  of  vineyards  up  to  March  15,  1937. 6  Up  to  a  production 
of  about  8,922  pounds  an  acre,  compensation  to  owners  was  to  be  calculated  at  the  rate 
of  $3.62  per  100  pounds  of  grapes  (on  the  vine).  For  all  production  in  excess  of  this 
limit,  the  rates  in  table  6  were  to  apply.  These  prices  included  the  value  of  the 
fruit  on  the  vine. 


Table  6. -Scale  of  payments  made  for  purchase  of  Argentine  vineyards  by  the  Wine  Board,  1937 


PRODUCTION  RANGE 

RATE  OF 

PAYMENT 

Quintals  per  hectare 

Pounds  per  acre 

Pesos  per  quintal 

Dollars  per  100  pounds 

100-150 

8,922-13,383 

12  : 

1.  74 

150-200 

13,383-17,844 

10 

1.45 

200-250 

17,844-22,305 

8 

:  1.16 

250  and  over 

22,305  and  over 

6 

:  .87 

Under  this  program  802  offers  were  accepted  by  the  Government,  involving  the 
sale  of  33,864  acres  of  land  at  an  aggregate  cost  of  32,024,000  pesos  ($10,212,000) 
as  shown  in  table  7  on  the  basis  of  official  reports  as  of  December  31,  1940. 

Table  7. -Results  of  grape-vineyard  purchase  program1 


REGION 

OFFERS 
ACCEPTED 

ESTIMATED   QUANTITY  OF 
GRAPES  REMOVED  FROM 
PRODUCTION 

AREA  REMOVED 
FROM  PRODUCTION 

INDEMNITIES  PAID 

:  Number2 

1 ,000  pounis 
:  329,638 
15,855 
2,236: 
2,364 

Acres            :2    Pesos      :  Dollars 

231,417:  30,104,093:  9,599,593 
:                     1,823:    1,449,770:  462,303 
275:        233,783:  74,549 
:                        3^9:        235,933:  75,234 

:  350,093 

33,864:  32,023,579:  10,211,679 

I  In  addi tlon  to  the  data  shown  In  this  t  abl e ,  there  were  48  other  offers  Involving  2,218 
acres,  which,  for  one  reason  or  another,  the  Government  did  not  accept.  For  the  fruit  on 
these  properties  that  went  unharvested,  owners  were  indemnified  to  the  extent  of  158,578  pesos. 
Still  further  Indemnities  for  nonutlllzed  fruit  under  this  progjaa  cost  an  additional  103,091 
pesos. 


2  Includes  the  offer  of  one  vineyard,  20,121  acres  In  size,  valued  at  12,244  pesos,  which 
had  been  accepted  on  December  31,  1940,  but  which  still  was  in  process  of  being  deeded  to  the 
Government   and  for   which  payment   had  not  actually  been  made. 

In  review,  therefore,  it  appears  that  under  these  two  programs  combined  the  Na- 
tion' s  wine-grape  area  was  reduced  by  17  percent,  or  50,520  acres,  from  the  area  indi- 
cated in  the  1936  census.  In  the  absence  of  satisfactory  figures  on  yields,  no 
estimate  is  given  here  of  the  amount  of  this  reduction  in  terms  of  wine  or  grapes. 

Considering  the  two  programs  separately,  however,  the  final  goal  of  neither  was 
reached  in  its  entirety  so  far  as  the  elimination  of  vineyards  is  concerned.  The  first 
sought  to  reduce  wine  production  annually  by  26,418,000  gallons,  but  less  than 
7,925,000  gallons  were  eliminated.  The  second  sought  to  reduce  the  production  of  wine 
grapes  annually  by  440,920,000  pounds.  Actually  only  about  three- fourths  of  this 
quantity  was  eliminated. 

Because  of  special  circumstances,  this  date  later  was  extended  to  June  1  In  the  Province 
of  La  Rioja. 
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Loan  Program  for  Withholding  Wine  From  Market 

The  Board  throughout  its  lifetime  has  regulated  the  flow  of  wine  into  consumption 
by  means  of  its  power  to  make  mortgage  loans  on  wine  to  owners  of  wine  deposits  who 
need  financial  assistance  and  its  authority  to  make  purchases  of  wine  from  owners  of 
wine  deposits  who  agree  to  repurchase  it  when  the  Board  decides  to  sell. 

As  early  as  April  12,  1935,  the  Board  offered  to  make  loans  on  wine,  secured  by 
the  wine,  from  the  1934  grape  crop  and  earlier  crops.  These  loans  were  to  be  made  at 
rates  up  to  5  centavos  a  liter  (6  cents  a  gallon),  at  a  time  when  wine  was  being  sold 
by  dealers  in  Mendoza  (traslado  quotation)  at  4%  centavos  per  liter  (about  5.4  cents 
a  gallon).  The  Board  established  this  rate  with  the  full  knowledge  that  it  was  going 
to  reduce  that  year's  wine  production  materially  through  its  surplus  grape  purchase 
program.  In  making  these  loans  the  Board  reserved  the  right  todemand  total  or  partial 
repayment  at  any  time  before  the  stipulated  date  of  maturity;  whereas  the  debtor  was 
not  free  to  terminate  the  arrangement  before  maturity  of  the  loan  without  the  Board' s 
consent.  In  this  way  the  Board  early  established  its  power  to  regulate  the  flow  of 
wine  to  market. 

On  one  occasion,  in  1939,  the  Board  used  this  program  to  keep  prices  down,  al- 
though more  often  than  not  it  has  been  used  to  support  prices. 

As  of  the  close  of  1940,  some  551  loans  had  been  made,  at  5,  6,  and  8  centavos 
a  liter,  involving  the  total  amount  of  15,899,027  pesos  ($5,142,872).  All  of  these 
were  made  in  the  Provinces  of  Mendoza  and  San  Juan,  the  majority  of  them  to  small  and 
medium-sized  wine  makers.  The  large  producers,  probably  because  of  their  well- 
established  banking  connections,  have  been  better  able  to  proceed  without  the  Board's 
assistance  in  this  respect. 

Table  8.-Mortgage  loans  node  on  wine,  1935-40. 


YEAR 

NUMBER 

AMOUNT  INVOLVED1 

:  Pesos 

Dollars 

;  263 

:  7,166,421 

2,357,588 

:  86 

:  2,035,284 

670, 809 

:  156 

4,019,856 

1,310,352 

:  27 

818,397 

250, 622 

:  19 

:  1,859,069 

553,501 

:  m 

:  ai5(899)027 

5, 142, 872 

of  Argentine  paper  pesos   for  each  of  the  years   indicated,    except   that   a  2-year   average  (1935 

and    1936)    is  used    for  1935-36. 

p 

Includes   two  loans   to    amount  of  52,800  pesos   approved  in   1938   and  canceled   in  1939. 


Wine  Purchase  Program 

The  amount  of  wine  that  the  Board  temporarily  held  off  the  market  by  means  of 
loans  was  much  larger  than  the  quantity  held  back  by  means  of  wine  purchases  contin- 
gent upon  the  obligation  of  the  original  vendors  to  repurchase  it  whenever  the  Board 
should  so  direct.  Whereas  the  loan  program  referred  to  above  was  in  operation  through- 
out the  1935-40  period,  the  purchase  program  conditioned  upon  the  vendor's  obligation 
to  repurchase7  operated  only  in  Mendoza  in  1938  and  1939.  Of  the  above  wine  purchased 
under  this  purchase  program,  producers  at  the  end  of  1940  had  repurchased  all  except 
1,160,671  gallons,  involving  an  original  cost  to  the  Board  of  424,106  pesos.  This 
amount  too,   of  course,   was  subject  to  repurchase. 

7 

At   the  sale  price   they  sold  it,   plus  costs   to  the  Board  of  handling. 
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Table  9. -Program  of  wine  purchases  contingent  upon  vendor's  obligation  to 
 repurchase  in  the  Province  of  Mendoza.  1938  and  1939  

YEAR  |       PURCHASES       | AMOUNT   OF  WINE  PURCHASED  I  COST 


Number 

:             Ga  I  Ions  : 

Pesos 

:         Do  I  Lars  1 

15 

:           4,515,1^2  : 

1,642, 53*+ 

:  535,417 

1939   

3 

:           1,328,561  : 

502,697 

:  153,943 

18 

:           5,843,703  : 

2,M5,231 

:  689,360 

1  Converted  at 

the  average 

annual   rate  for  the  years 

indicated. 

Establishment  of  Compulsory  Dates  for  Grape  Harvesting 

Until  the  Wine  Board  was  created,  the  harvesting  of  wine  grapes  was  prolonged 
indefinitely.  Processing  of  grapes  continued  on  into  May  and  even  June.  Certain  in- 
juries of  an  economic  and  technical  nature  resulted.  Grape  growers  suffered  losses 
in  the  weight  of  their  grapes  through  dehydration.  Overripe  grapes  injured  the  quality 
and  purity  of  the  wine,  as  large  amounts  of  acids  had  to  be  added  to  offset  certain 
natural  losses  from  the  grapes.     The  alcoholic  content  of  the  wine  was  increased. 

To  correct  this  situation  and  to  reduce  somewhat  the  size  of  the  harvest  by 
eliminating  the  grapes  of  poorer  quality,  the  Board  was  given  power  to  determine 
and  make  obligatory  the  period  of  wine-grape  harvesting  in  each  producing  area.  The 
Board  has  used  this  power  every  year  since  its  creation. 

Emergency  Tax  in  Kind  on  Wine 

The  emergency  tax  in  kind  on  wine,  authorized  in  1937  with  a  view  to  eliminating 
the  annual  surplus  of  wine,  has  been  used  only  once  -  in  1938.  On  June  28  of  that 
year  the  surplus  in  Mendoza  and  San  Juan,  the  main  producing  zones,  exceeded  3,962,700 
gallons  in  each  Province.  This  was  the  condition  under  which  collection  of  the  tax 
was  authorized.  It  was  therefore  levied  upon  all  wine  producers  alike  in  those  Prov- 
inces, and  amounted  to  15  percent  of  their  production.  About  35,256,432  gallons  of 
wine  were  collected  in  this  way,  6,4-29,613  from  San  Juan  and  the  remainder  from 
Mendoza.  Under  the  terms  of  the  law  the  Board  was  obligated,  of  course,  to  pay  the 
tax-paying  producers  2  centavos  per  liter  (2.4  cents  a  gallon)  for  the  wine  collected 
to  help  defray  costs  of  production.  The  total  cost  to  the  Government  amounted  to 
2,669, 122  pesos  ($851, 130). 

Promotion  of  Consumption  Through  Loans  to  Distributing  Cooperatives 

In  its  efforts  to  promote  greater  consumption  of  wine  through  the  lending  of 
money  to  cooperatives  for  local  sales  establishments  in  consuming  centers,  the  Board 
made  little  headway  at  first.  At  the  close  of  1937  only  one  cooperative  had  met  the 
necessary  conditions  specified  by  law  for  receiving  a  loan.  It  was  granted  a  loan  of 
189,000  pesos  for  the  establishment  of  63  local  agencies  of  sale  direct  to  the  con- 
sumer. At  the  close  of  1940,  however,  considerable  progress  had  been  made  in  this 
respect,  274  local  selling  establishments  having  been  financed  up  to  an  aggregate 
amount  of  822,000  pesos. 

Wine  Purchase  and  Diversion  Program 

Over  and  above  the  relatively  small  purchases  of  wine  that  the  Board  made  in 
1938  and  1939  (contingent  upon  the  vendor's  obligation  to  repurchase)  with  the  view 
to  holding  it  off  the  market  temporarily,  a  new  type  of  wine-purchase  program  was 
begun  in  1938.  Once  the  Board  had  purchased  wine  under  this  program,  as  distinct  from 
the  former  one,   producers  were  under  no  obligation  to  buy  it  back.     The  purpose  of 
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Table  10.  -Loans  to  cooperative  societies  for  financing  consumer  buying 
__  establishments,  1937-tQ1  


TEAR 

AMOUNT  OF  LOANS 

LOCAL  SELL- 
ING ESTAB- 
LISHMENTS 
FINANCED 

REPAYMENT  S 

OUTSTANDING  BALANCE 

1939   

Pesos 
:  189,000 
372,000 

165,000 
96,000 

Dollars 
62,  293 

121, 261 
50,528 
28, 582 

Hum  be  r 
:  63 
:  124 

55  : 

32 

Pesos 

14, 700 
47,700  : 
64,500 

:  Dollars 

:  4,792 
14,607  : 
19, 204 

Pesos 
189,000 

357,300 
117,300 
31,500 

Do  I lars 
62, 293 
:  116,469 
35,921 
9,378 

Total 

822,000 

262,664  : 

274  : 

126, 900 

38,603 

695,100  : 

224,061 

Pesos  converted  at   average   annual   rates  for  years  Indicated. 


this  program  was  to  build  up  a  Board-owned  surplus  reserve  stock  that  could  be  used  as 
an  "ever-normal  granary,"  increasing  or  decreasing  the  market  supply  from  year  to  year 
as  the  situation  demanded,  and  as  a  medium  for  improving  the  quality  of  wine  through 
ageing,  by  according  producers  the  right  of  exchanging  their  new  wine  for  the  older 
wine  in  the  Board' s  reserve  stock. 

With  this  end  in  view,  the  Board  was  authorized  (August  26,  1938)  to  acquire  up 
to  26,418,000  gallons  of  wine  from  the  1938  harvest;  and  on  September  10  it  offered 
to  buy  until  October  15  at  a  basic  price  not  exceeding  10  centavos  a  liter  (12.1  cents 
a  gallon).  Subsequently  (March  20,  1939)  the  purchase  of  another  26,418,000  gallons, 
manufactured  from  the  1939  grape  harvest,  was  authorized.  No  comparable  purchases 
from  the  1940  output  was  authorized.  Official  reports  at  the  close  of  1940,  however, 
indicate  that  440  offers  of  purchase  of  1938  and  1939  wine  were  accepted  by  the  Board, 
involving  purchases  of  17,437,774  gallons,  at  a  cost  of  6,397,732  pesos  ($2,040,109). 

Other  Activities  of  the  Wine  Regulating  Board 

The  above  programs  by  no  means  exhausted  the  activities  of  the  Wine  Board  in  its 
attempt,  under  the  laws  of  1934  and  1937,  to  balance  production  with  domestic  consump- 
tion and  thereby  put  the  wine  industry  on  its  feet  economically.  In  1935,  for  example, 
the  Board  came  to  an  agreement  with  the  Government  of  the  Province  of  Mendoza  to 
divert  poor-quality  wines  and  wine  residues  into  the  manufacture  of  alcohol.  This  in- 
volved an  investment  of  410,088  pesos  ($130,769)  by  the  Board.  In  order  to  ease  the 
pressure  of  surplus  wine  on  the  market,  beginning  in  1938,  the  Board  ordered  all  new- 
crop  wine  to  be  withheld  from  the  market  until  November,  2  months  after  the  usual  date 
on  which  the  wine  would  enter  consumption  channels.  The  Board  encouraged  the  forma- 
tion of  cooperatives  composed  of  wine-grape  producers  not  having  their  own  wine  cel- 
lars; and  it  made  some  headway  toward  getting  regional  wine  cellars  constructed  in 
producing  areas.  An  extensive  and  successful  publicity  campaign  for  the  greater  con- 
sumption of  wine  was  carried  on.  The  distribution  of  wine  in  small  containers,  under 
certain  conditions,  rather  than  in  bulk  was  encouraged.  The  Board,  also,  directly 
and  indirectly,  worked  for  improvement  in  the  quality  and  purity  of  the  wine  itself. 

FINANCES  OF  THE  WINE  REGULATING  BOARD 

By  the  close  of  1940  the  Board's  operations  had  involved  an  outlay  of  84,519,609 
pesos  ($26,951,613).  Of  this  amount  the  Government  of  the  Nation  had  advanced 
70,029,545  pesos  ($22,331,021)  to  the  Board  to  finance  its  investments  in  wine- 
regulatory  activities.  The  remainder  of  this  amount  was  for  interest  -  4,403,080 
pesos  ($1,404,054)  -  on  these  advances  and  for  the  Board's  operating  expenses  - 
10,  086,  985  pesos   ($3,  216,  538). 
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As  a  partial  offset  to  these  total  costs,  the  surtax  of  1  centavo  a  liter  on 
wine  during  the  1935-40  period  had  yielded  4-0,590,  101  pesos  ($12,  94-3,  371).  Thus,  as 
of  December  31,  1940,  the  Board  was  in  debt  to  the  Government  to  the  extent  of 
43,929,509  pesos  ($14,008,242).  The  Board  estimated  at  that  time  that  roughly 
20,000,000  pesos  ($6,377,600)  of  its  investments  were  recoverable.  Of  the  approxi- 
mately 32,000,000  pesos  spent  for  the  purchase  of  vineyard  lands  that  became  the 
property  of  the  Nation  with  the  view  to  their  eventual  resale,  8,000,000  pesos  -  a 
fourth  only  -  was  regarded  as  recoverable.  Various  other  amounts,  it  was  thought, 
were  recoverable  from  the  investments  made  in  the  distillation  of  wine  into  alcohol 
through  the  free-zone  agreement  with  Mendoza,  the  purchase  of  wines,  loans  on  wine, 
and  loans  to  cooperatives  for  local  sales  establishments. 

CRITICISMS  OF  THE  WINE  REGULATING  BOARD 

A  program  such  as  the  Wine  Board  carried  out  during  the  first  5  years  of  its 
lifetime  -  authorized  by  popular  Congressional  and  Executive  approval  though  it  was  - 
was  bound  to  meet  with  violent  criticism.  Some  of  the  means  employed  -  aside  from 
consideration  of  the  efficiency  of  the  Board  or  desirability  of  the  end  in  view  -  ran 
counter  to  the  preachments  of  all  classical  economists.  The  program  disregarded  the 
laissez  faire  school  of  thought.  It  involved  the  destruction  of  wealth  and  of  wealth- 
producing  capacity  itself.  It  constituted  "Government  interference  in  business."  It 
was  "regimentation."  In  addition,  charges  were  made  that  the  Board's  expenditures 
were  excessive;  that  much  of  the  expense  was  represented  by  the  direct  contribution 
of  the  producers  themselves  in  the  form  of  a  special  tax,  and  that  the  return  from 
the  vineyards,  purchased  by  the  Board  to  be  sold  to  small  agricultural  producers,  had 
been  excessively  small  considering  their  cost. 

It  is  probably  true  that  the  Board  and  its  activities  have  been  the  subject  of 
more  heated  controversy  than  any  other  aspect  of  Argentina's  managed-economy  policy, 
and  the  Board' s  critics  have  produced  some  evidence  in  support  of  their  contentions. 
The  fact  remains,  however,  that  the  Nation's  wine  industry  is  in  a  much  healthier  eco- 
nomic condition  that  it  was  before  the  creation  of  the  Board.  It  is  also  a  fact, 
however,  that  there  are  numerous  problems  of  production  and  distribution,  especially 
on  the  technical  side  of  production,  that  the  Board  has  not  undertaken  and  may  not 
be  equipped  technically  to  undertake. 

IMPROVED  SITUATION  OF  THE  INDUSTRY,  1935-W 

There  is  considerable  evidence  of  an  improvement  in  the  condition  of  the  wine 
industry  since  the  creation  of  the  Wine  Board.  The  Board  has  been  busily  engaged  in 
preventing  production  from  exceeding  "the  normal  requirements  of  consumption"  -  the 
basic  purpose  of  the  regulatory  plan.  Nevertheless,  grape  growers  and  wine  manufac- 
turers have  both  benefited.     Consumers  have  also  profited. 

Growers  have  profited  by  a  steady  increase  in  the  prices  received  for  their  grapes; 
and  in  spite  of  a  substantially  smaller  grape  production,  the  aggregate  value  of  the 
crop  to  the  producer  in  1941  was  nearly  four  times  what  it  was  in  1934.  In  1934,  the 
last  year  before  the  regulatory  plan  went  into  effect,  grapes  were  selling  in  Mendoza 
at  the  disastrously  low  level  of  1.50  pesos  per  quintal  (about  22  cents  per  100  pounds) 
and  sometimes  at  less.  This  was  below  costs  of  production.  By  1941  they  were  selling 
at  6.70  pesos  (about  90  cents  per  100  poudds) ,  the  prices  having  risen  almost  steadily 
year  after  year.  At  these  prices  the  1941  grape  crop  of  2,513,045,000  pounds  brought 
growers  /o,  373,233  pesos  ($22,738,832);  whereas  the  1934  crop  of  2,926,428,000  pounds 
yielded  them  only  19,911,106  pesos  ($6,686,010). 
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Table  11. -Product ion,  prices,  and  value  of  grapes  produced,  1934-41 

YEAR  [         PRODUCTION     |     PRICE  OF  CRAPES   IN   MENDOZA    |        TOTAL  VALDE  OF  PRODUCTION 


:    1 ,000  pounds 
1935   :  2,306,231 

1938   :        3,057,  570 

1939   :  2,196,663 

1941  :  2,513,045 

:     Pesos  per 
:  quintal 
:          1. 50 
:         2.35  •: 
:  2.35 
:         3-50  : 
:         4.30  : 
:         5. 00 
:         6. 00 
:  6.70 

Cents  per 
100  pounds 
22.  8 
o3^-8 
35.3 
52.3 
63.6 

:         69.5  : 

81.0 
:  90.5 

:         Pe sos 
19,911, 106 

:      24,  583,  117 
31,  746,  980 
47,034,099 
59,636,365 
49,819,530  : 
63, 119,856 
76,373,233 

:  Dollars 
:  6,686,010 
:  8,028,477 
10, 519, 997 
15, 501,969 
:  19,439,666 
:  15,256,484 
18, 792,675 
22, 738,832 

*  Converted  at   annual    average   rate  for  years  Indicated. 

Difference  over  previous  year  due   to  variation  In  exchange  rates. 

Table  12.-Consuw.pt ion  of  urine  in  Argentina,  1934-11 

TEAR             j           TOTAL                       PER   CAPITA       |  |             YEAR             |           TOTAL                     PER  CAPITA 

:  1 ,000  gallons  : 

Quarts 
48.  2 
53- 1 
56.5 
60.  8 

: :                        :  1 ,000  gallons 

Quarts 

58.  2 

59.  0 
58.3 

60.  2 

Table  13. -Average  stocks,  prices,  and  total  value  of  wine  in  Argentina,  1934-41 


YEAR 

AVERAGE  WINE 
STOCKS   IN  PRO- 
DUCING CENTERS 

AVERAGE  TRASLADO  PRICE1 

TOTAL 

VALUE 

Pesos  per 

Cents  per 

Gallons 

:  hectoliter 

ga  I  Ion  : 

Pesos 

Dollars2 

1931*   

250,954,911 

••  3 

98 

:  5.1 

37,807,576 

12,695,519 

1935   

239,865,295 

:  5 

06 

6.3 

:  45,942,857 

15, 004, 248 

1936   

:  213,511,095 

:  5. 

86 

7.3 

47,360, 702 

15,693,916 

1937   

219,539,867 

:  8 

56 

10.  7 

:      71,  135,  637 

23,445,595 

1938   

:  242,079,573 

;  8 

57 

10.  6 

78,530,621 

25,598,627 

1939   

242,391,305 

:  10 

94 

:         12. 7  : 

100,377,049 

:  30,738,966 

1940   

:  215,400,246 

11 

83  : 

13.3 

:  100,715,190 

29,  985,93'+ 

1941  

:  222,706,276 

12 

74 

14.  4 

:  107,399,423 

31,976,352 

1  This is  the  sonthly  average  price  of  red  table  wine  in  Uendoza,  which  because  of  Its  domi- 
nant volume,    is  a  good  reflection  of  the  general  price  loveient. 


2  Conversions  into  United  States  currency  made  at  the  annual  average  rate  for  the  years  Indi- 
cated. 


Table  14. -Profits  and  losses  of  leading  joint-stock  enterprises  engaged  in  the 


PROFITS 

PERCENTAGE  OF 

YEAR 

LOSSES 

INVESTED  CAPITAL 

Mi  llion  pesos 

Mi  llion  pesos 

Percent 

1.84  : 

2.6 

1933   

2.80 

4.3 

1.  50 

0.  68 

2.3 

1.0 

2.13 

r:  3-3 

:                    4. 04 

6.7 

:                 3-72  : 

6.1 

4.  50 

:  7.3 

:  5.83 

:  9.4 

Consumers  have  profited  materially  by  receiving  better  wine.  The  regulation  as 
to  the  time  of  grape  harvesting  and  of  the  release  of  the  year' s  wine  production  have 
improved  the  quality  of  Argentine  wine,  as  have  tightened  Government  regulations  re- 
specting the  processing  of  wine,  the  analysis  of  the  wine  content,  and  the  classification 
of  wines.  Wines  cannot  now  be  marketed  before  a  sample  has  been  analyzed  as  to  content 
by  the  National  Chemical  Office.  When  destined  for  export  they  are  given  a  special 
analysis  and  are  classified  by  the  Bureau  of  Internal  Revenue  and  customs  officials 
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before  shipment  is  authorized.  The  Board's  policy  of  encouraging  manufacturers  to 
bottle  their  wine  rather  than  to  distribute  it  in  bulk  also  has  promoted  purity.  In 
1934  only  13  percent  of  wine  freed  for  consumption  was  distributed  in  small  containers. 
About  87  percent  was  sold  in  bulk  with  all  the  opportunities  this  offered  for  dilution 
and  insanitation.  Since  that  time  the  percent  sold  in  bottles  and  other  small  con- 
tainers has  increased  every  year  until  in  1931,  38  percent  was  distributed  in  this  form. 

The  consumer  also  benefited  by  price  advantages  under  the  regulatory  system. 
Prior  to  establishment  of  the  Board,  the  price  for  bulk  wine  to  the  consumer  in  the 
Federal  capital  in  1934  averaged  from  30  to  35  centavos  a  liter  (36  to  42  cents  a 
gallon).  In  spite  of  the  sharp  increase  in  grape  producers'  and  wine  producers' 
prices  during  the  1935-40  period  the  average  bulk  price  to  consumers  showed  no  in- 
crease.    In  1941  it  increased  only  to  a  flat  35  centavos  a  liter. 

The  aggregate  and  the  per  capita  consumption  of  wine  has  risen  materially.  In 
1934  it  amounted  to  12,1  gallons  per  capita,  a  total  of  145,102,080  gallons.  By  1941 
consumption  has  attained  the  per  capita  figure  of  15  gallons  and  a  total  of  200,  162,  185 
gallons. 

Benefit  from  the  economic  improvement  in  the  wine  industry  has  not  been  confined 
to  the  grape  grower  and  the  wine  consumer.  It  spread  to  the  wine  maker  as  well.  In 
1934,  before  the  regulatory  plan  got  underway,  the  average  traslado  price  of  wine  stood 
at  3.98  pesos  a  hectoliter,  as  shown  in  table  13.  This  was  below  costs  of  production. 
At  this  figure  the  floating  capital  tied  up  in  the  Nation's  existing  wine  stocks  was 
valued  at  about  37,807,576  pesos.  By  1941  the  price  had  increased  to  a  profitable  and 
satisfactory  level,  12.74  pesos  a  hectoliter.  Although  the  1941  stocks  on  hand  were 
considerably  less  than  they  had  been  in  1934,  they  represented  a  floating  capital  of 
107,399,423  pesos. 

The  marked  improvement  that  has  taken  place  in  the  wine  industry  since  1934 
is  further  revealed  by  a  study  of  the  profits  made  and  the  losses  incurred  by  the 
most  important  joint  stock  enterprises  of  the  Nation  engaged  in  the  wine  industry. 
Each  of  the  enterprises  embraced  in  the  study  were  in  business  from  1932  to  1940,  and 
in  1940  they  together  produced  45  percent  of  the  total  wine  output. 

CONCLUSION 

After  half  a  dozen  odd  years  of  regulation  under  a  system  of  managed  economy,  the 
Argentine  wine  industry  finds  itself  in  a  comparatively  virile  and  healthy  economic 
state.  While  all  credit  for  the  improved  status  of  the  industry  cannot  be  given  to 
the  Wine  Board,  certainly  all  cannot  be  denied  it  on  the  supposition  that  the  improve- 
ment would  have  resulted  anyway  from  improvement  in  the  general  economic  situation. 

At  any  rate,  the  situation  within  the  industry  being  what  it  is  today,  the  Gov- 
ernment now  seems  determined  to  hold  the  gains  it  has  registered  by  means  of  the  Wine 
Board;  but  at  the  same  time  to  solve  a  technical  problem  of  production  faced  by  the 
industry.  This  is  the  problem  of  controlling  or  eradicating  the  dreaded  plague  of 
the  vines  -  phylloxera. 

In  line  with  this  new  emphasis,  word  comes  of  the  Government's  recent  creation  of 
the  National  Anti -Phylloxera  Commission,  whose  business  it  is  to  attempt  the  eradica- 
tion of  phylloxera.  Whether  or  not  this  new  phase  of  the  Government' s  program  will 
be  as  auccessful  as  that  undertaken  by  the  Wine  Board  remains  to  be  seen. 
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